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PROJECTED ECONOMIC IMPACTS OF A 
FARM MACHINERY MANUFACTURING FIRM ON PERRY TOWNSHIP, OHIQ* 
How much could Perry Township or lake County afford to invest in industri~l 
site improvements to attract a farm machinery manufacturing firm? Would the 
area benefit or lose if a tax abatement is given to the firm? The attached 
results show the impacts on Perry Township, Lake County, and th~ Perry Local 
School District of a typical firm which manufactures farm machinery. 
It is estimated that 59 persons would be employed. Most of the comanun1ty 
datq came from reports issued by the state auditor and has not been verified 
with local officials. Data on the firm are derived from the 1972 Census of 
Manufactures. 
Based upon results of previous research, it wa,s assumed that 40 percent 
of the new plant employees would be residents of Perry Township, 30 percent 
would commute from the rest of Lake ·county, 10 p.ercent would move into the 
county,' and 20 percent would commute from outside the county. 
Changes in Local Incomes 
Employees in Perry Township are estimated to earn $172.257 more th~n they 
would otherwise in the first year if the plant was established. Employees fn 
the rest of lake County should earn $119,965 more in the first year. Oep.encUng 
on where· they live, these employees are estimated to spend fr001 20 to 60 
percent of their new income in Newton falls. When combjned with fll\lltipJter 
effects, this would inc·rease the incomes of .area merchants a-nd their employ~$ 
by $27,161 in the first year. 
Public Finance Impacts of New Jobs 
The tax base in the county would expand enough to provide both Perry Townshlp 
and Lake County with greater increases in reve.nues than in expenditures (see 
Table 1). The townshi-p should have a net increase in revenues Qf $4,348 in the 
first year. By year 10, this should i,ncre~se to $5,329 (after removing inflation). 
since nearly 70 percent of the township's property tax is from ir;~s'ide mHlage. 
Lake County government should have a net gain of $8,208 i·n ttle first year, 
but is estimated to increase to $9,779 in year 10. This occurs primarily 
because of the county sales tax. 
The Perry Loca 1 School District has ·a projecte-d net increase of $6~6'84 
in year one. While local property tax revenues increa~e by $34,464, state ai<l 
to education is $23,912 less than without this new firm. This ch,an~e i~ a result 
of the equal yield formula for state aid that guarantees the $ame t<>ta1 eXitlendi-
ture per pupil for a given tax effort regardless of local .wealtlil. 
*Prepared by George Morse, Resource Economist, and John David Gerard., Techl'iltca~ 
Assist~;tnt, Economic Research, Department of Agricultural Economics..,ncl Rura~ 
Sociology, Ohio Agricultural Research and Development Center and the Qht,o St:e~ 
University, November 1979, ESO 671. 
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~ocal Investments in Si~e Improvement§ 
The bottom two line$ of Table l show the breakeven investment for 
~ttracting this firm. It's labeled "Present Value Over 10 YeaY"s at 5.0" and 
it shows the value today of these surpluses over the entire period. If the 
firm operates in the location for ten years with 59 employe~s, the township 
could invest up to $37,629. That is, the township could invest up to $37,629 
without raising local tax rates. The county could invest another $71,301. 
The county and township could divide these investments ba$ed on their 
expected net benefits or approximately a 65 to ~5 percent division. 
The res~lt~ for the school demonstrate an important consideration: the 
stability of the firm. Dun and Bradstreet data show that a large per~entage 
of firms fail each year. If this firm successfully operates here for 10 years, 
the present value of the n~t gains to the school district is $66.272. If it 
fails during this period, the results are reversed, with a net loss of 
$75,294. This negative result assumes that expenditure declines do not result 
immediately after a plant fails and that they only decline by 75 percent of 
the original increase. While all local units of 99vernment are affected by this, 
schools are affected more severely because of the larger amounts of funds 
involved. 
Tax Abatement 
If a seven-year tax abatement is given to this firm, using the Commt,mity 
Reinvestmellt Program, the net gains to the township in year l are $3565 
or 16 percent less'than without the abatement. In this program the aqatement 
applies only to taxes on improvements to real property and not to tangible 
personal property taxes, income taxes, or sales taxes. 
How E~timates Were Derived 
These estimates are derived from the Ohio Economic Growth Impact Model. 
The data used in this analysis are attached. Because the model has been 
computerized, different situations can be easily examined. 
These results represent the first of a three-phase program. If local 
decisions are b~ing made about the level of public investment for a firm, 
specific data on that firm must be studied. A careful review of the other data 
used in the analysis is also desirable. This type of analysis cannot remove 
all the uncertainty and risk involved. It can help to focus attention on the 
key local issues in local growth policies. 
For more informatiory on this service, contact Gregory Passewitz:, Area 
Extension Agent, Community Resource Development. 490 S. Broad Street, Canfielq, 
Ohio 44406. 
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